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TAGS: EAID, EFIN 

SUB J : REVIEW OF THE FORMULA FOR ALLOCATION OF ADMINISTRATIVE 
EXPENSES BETWEEN ORDINARY AND SPECIAL OPERATIONS (DOC 1 1-73) 

REF: MANILA 13406 

AT BOARD MEETING OF JAN 10, SOME DIRECTORS VOICED CONCERN 
FOR DROPPING ENTIRELY NUMBER OF LOANS AS A FACTOR IN ALLOCATING 
ADMINISTRATIVE EXPENSES BETWEEN ORDINARY AND SPECIAL OPERATIONS. 
AFTER CONSIDERABLE DISCUSSION, A COMPROMISE FORMULA INCORPORATING 
FOLLOWING POINTS WAS TENTATIVELY APPROVED. 

A. ALL INCOME ACCRUING TO SPECIAL FUNDS TO BE USED TO ABSORB EXPEND- 
ITURES OF SPECIAL OPERATION CYAS PROPOSED BY DOC 41 10-73). 

B. BOTH NUMBER AND AMOUNTS OF LOAN TO BE CONSIDERED IN EXPEND- 
ITURE ALLOCATION (AS IS PRACTICE CURRENTLY) 

C. "EXPERIENCE PERIOD" TO BE DROPPED. BASIS FOR ALLOCATION TO BE 
ON ANNUAL BASIS (AS PROPOSED BY DOC R1 10-73). 

D. ADOPTING AN "INCREMENTAL COST APPROACH" SOMEWHAT SIMILAR TO 
IBRD FORMULA, CERTAIN OVERHEAD EXPENDITURES WILL NOT BE CHARGED 
TO SPECIAL OPERATIONS. 
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2. TO REFLECT THESE CHANGES MANAGEMENT IS DRAFTING REVISED DOC 
41 10-73 WHICH WILL BE SUBMITTED TO BOARD FOR FINAL APPROVAL ON 
JAN 17. 

SULLIVAN 
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